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 Carol Green-Fraley 01-01-14 to 12-31-14 
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 STATE OF INDIANA 

 AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS 
   302 WEST WASHINGTON STREET 
   ROOM E418 
   INDIANAPOLIS, INDIANA 46204-2769 

 
   Telephone: (317) 232-2513 

 Fax: (317) 232-4711 
   Web Site: www.in.gov/sboa 

 
 
 
 
 
 
 
 
 
 
TO:  THE OFFICIALS OF THE SCHOOL TOWN OF HIGHLAND, LAKE COUNTY, INDIANA 
 
 
 This report is supplemental to our audit report of the School Town of Highland (School Corporation), 
for the period from July 1, 2013 to June 30, 2015.  It has been provided as a separate report so that the 
reader may easily identify any Federal Findings that pertain to the School Corporation.  It should be read 
in conjunction with our Financial Statement and Federal Single Audit Report of the School Corporation, 
which provides our opinions on the School Corporation's financial statement and federal program com-
pliance.  This report may be found at www.in.gov/sboa/. 
 
 The Federal Findings, identified in the above referenced audit report, are included in this report. 
 
 As authorized under Indiana Code 5-11-1, we performed procedures to determine compliance with 
applicable Indiana laws and uniform compliance guidelines established by the Indiana State Board of 
Accounts.  Our tests were not designed to identify all instances of noncompliance; therefore, noncompliance 
may exist that is unidentified. 
 

Any Corrective Action Plan for the Federal Findings, incorporated within this report, was not verified 
for accuracy. 
 
 

 
   Paul D. Joyce, CPA 
   State Examiner 
 
 
April 20, 2017 
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SCHOOL TOWN OF HIGHLAND 
FEDERAL FINDINGS 

 
 
 

FINDING 2015-001 - INTERNAL CONTROLS AND COMPLIANCE OVER FINANCIAL TRANSACTIONS 
 

Condition 
 

There were several deficiencies in the internal control system of the School Corporation related to 
financial transactions. 
  

1. Receipts:  The School Corporation had not separated incompatible activities related to 
receipts.  One employee recorded receipts, created the deposits, took the deposits to the 
bank, and reconciled the bank balances to the ledger balances. 

 
2. Vendor Disbursements:  
 

a. Accounts payable vouchers were processed and paid without proper verification of the 
receipt of goods and/or services by the School Corporation.  

 
b. All accounts payable vouchers were posted and all checks were printed prior to allow-
ance by the Governing Board.  

  
3. Payroll Disbursements:  The School Corporation stated that they had a process each pay 

period that one employee inputted the payroll information and another employee compared 
the trial payroll run to other supporting documentation to ensure accuracy.  However, this 
review process was not documented.  

 
Criteria 

 
 The Indiana State Board of Accounts (SBOA) is required under Indiana Code 5-11-1-27(e) to define 
the acceptable minimum level of internal control standards.  To provide clarifying guidance, the State 
Examiner compiled the standards contained in the manual, Uniform Internal Control Standards for Indiana 
Political Subdivisions.  All political subdivisions subject to audit by SBOA are expected to adhere to these 
standards.  The standards include adequate control activities.  According to this manual: 
 

"Control activities are the actions and tools established through policies and procedures that 
help to detect, prevent, or reduce the identified risks that interfere with the achievement of 
objectives.  Detection activities are designed to identify unfavorable events in a timely manner 
whereas prevention activities are designed to deter the occurrence of an unfavorable event.  
Examples of these activities include reconciliations, authorizations, approval processes, per-
formance reviews, and verification processes. 
 
An integral part of the control activity component is segregation of duties. . . .  
 
There is an expectation of segregation of duties.  If compensating controls are necessary, 
documentation should exist to identify both the areas where segregation of duties are not 
feasible or practical and the compensating controls implemented to mitigate the risk. . . ." 
 
Indiana Code 5-11-10-1.6 states in part: 

 
"(b) . . . As used in this section, 'claim' means a bill or an invoice submitted to a governmental 
entity for goods or services. 

 
(c) The fiscal officer of a governmental entity may not draw a warrant or check for payment 
of a claim unless: . . .  
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SCHOOL TOWN OF HIGHLAND 
FEDERAL FINDINGS 

(Continued) 
 
 

(2) the invoice or bill is approved by the officer or person receiving the goods and 
services; . . . 

 
(5) payment of the claim is allowed by the governmental entity's legislative body or the 

board or official having jurisdiction over allowance of payment of the claim. . . ." 
  

Cause 
  

Management of the School Corporation had not established a proper system of internal control. 
 

Effect 
  

The failure to establish controls could have enabled material misstatements or irregularities to 
remain undetected.  Additionally, the failure to establish controls allowed noncompliance relating to vendor 
disbursements to occur. 
  

Views of Responsible Officials 
  

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2015-002 - INTERNAL CONTROLS OVER EQUIPMENT, REPORTING,  
AND SPECIAL TESTS AND PROVISIONS - PAID LUNCH EQUITY 
  
Federal Agency:  Department of Agriculture 
Federal Programs:  School Breakfast Program, National School Lunch Program 
CFDA Numbers:  10.553, 10.555 
Federal Award Numbers and Years (or Other Identifying Numbers):  FY2014, FY2015 
Pass-Through Entity:  Indiana Department of Education 
 
 Condition 
  

An effective internal control system was not in place at the School Corporation in order to ensure 
compliance with requirements related to the grant agreement and the following compliance requirements: 
Equipment, Reporting, and Special Tests and Provisions - Paid Lunch Equity. 
 
 Equipment 
 

The School Corporation had adopted written policies and procedures for the acquisition, 
disposal, and capitalization of capital assets; however, documented procedures ensuring that 
equipment was inventoried properly on the capital asset listing were not provided. 
 
Reporting - Annual Financial Report (AFR) and Verification Summary Report 

  
School Corporation officials indicated that one employee was responsible for preparing and 
submitting the AFR.  Procedures were not in place to ensure that the AFR was accurate prior 
to submission.  
 
The School Food Authority (SFA) Verification Collection Report did not have evidence of 
segregation of duties for the fiscal year 2014-2015. 
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SCHOOL TOWN OF HIGHLAND 
FEDERAL FINDINGS 

(Continued) 
 
 

Special Tests and Provisions - Paid Lunch Equity - National School Lunch Program Only 
  

School Corporation officials indicated that the Paid Lunch Equity calculations were performed 
and submitted by one employee.  Procedures were not in place to ensure accuracy of the 
calculations performed. 
 

 Context 
 

Two AFRs, one School Food Authority (SFA) Verification Collection Report, Paid Lunch Equity 
calculations, and the acquisition, disposal, and capitalization of capital assets did not have evidence of a 
control. 

 
 Criteria 

 
OMB Circular A-133, Subpart C, section .300 states in part: 

  
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material 
effect on each of its Federal programs. . . ." 
 

 Cause 
 
The School Corporation failed to establish a proper internal control structure to ensure compliance 

with requirements associated with the Equipment, Reporting, and Special Tests and Procedures - Paid 
Lunch Equity compliance requirements. 
 
 Effect 

 
The failure to establish internal controls could have enabled material noncompliance to go 

undetected.  Noncompliance of the grant agreement or the compliance requirements could have resulted 
in the loss of federal funds to the School Corporation. 

 
Questioned Costs 

 
There were no questioned costs identified. 
 

Recommendation 
 

We recommended that the School Corporation's management establish controls related to the 
grant agreement and the Equipment, Reporting, and Special Tests and Provisions - Paid Lunch Equity 
compliance requirements. 
 

Views of Responsible Officials 
 
For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
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SCHOOL TOWN OF HIGHLAND 
FEDERAL FINDINGS 

(Continued) 
 
 
FINDING 2015-003 - CASH MANAGEMENT 
  
Federal Agency:  Department of Agriculture 
Federal Programs:  School Breakfast Program, National School Lunch Program 
CFDA Numbers:  10.553, 10.555 
Federal Award Numbers and Years (or Other Identifying Numbers):  FY2014, FY2015 
Pass-Through Entity:  Indiana Department of Education 
 

Condition 
  

The School Corporation had not established an effective internal control system related to the grant 
agreement and the Cash Management compliance requirement. 

 
The School Corporation failed to comply with the Cash Management requirement that they limit 

their net cash resources in the School Lunch fund to an amount that did not exceed three months average 
expenditures for its nonprofit school food service. 

 
Context 
  
The balance in the School Lunch fund exceeded the three months average expenditures 

throughout the audit period; therefore, this was a systemic issue. 
 

Criteria 
  

OMB Circular A-133, Subpart C, section .300 states in part: 
  

"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material 
effect on each of its Federal programs. . . ." 

  
7 CFR 210.14(b) states: 

 
"Net cash resources.  The school food authority shall limit its net cash resources to an amount 
that does not exceed 3 months average expenditures for its nonprofit school food service or 
such other amount as may be approved by the State agency in accordance with §210.19(a)." 

 
7 CFR 220.7(e) states in part: 

 
"Each school food authority approved to participate in the program shall . . . with respect to 
participating schools under its jurisdiction: . . . 

 
(iv) Limit its net cash resource to an amount that does not exceed three months average 

expenditure for its nonprofit school food service or such other amount as may be 
approved by the State agency; . . ." 

  
Cause 

 
The School Corporation had not developed a system of internal controls to ensure compliance with 

Cash Management requirements.   
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SCHOOL TOWN OF HIGHLAND 
FEDERAL FINDINGS 

(Continued) 
 
 

Effect 
 
The failure to establish an effective internal control system enabled material noncompliance to go 

undetected.  Noncompliance with the grant agreement or the compliance requirement could have resulted 
in the loss of federal funds to the School Corporation. 
 

Questioned Costs 
 
 There were no questioned costs identified. 
 

Recommendation 
  

We recommended that the School Corporation's management establish controls to ensure com-
pliance and comply with the Cash Management compliance requirement. 
 

Views of Responsible Officials 
 

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2015-004 - SUSPENSION AND DEBARMENT 
  
Federal Agency:  Department of Agriculture 
Federal Programs:  School Breakfast Program, National School Lunch Program 
CFDA Numbers:  10.553, 10.555 
Federal Award Numbers and Years (or Other Identifying Numbers):  FY2014, FY2015 
Pass-Through Entity:  Indiana Department of Education 
  

Condition 
  

The School Corporation had not established an effective internal control system related to the grant 
agreement and the requirements for Suspension and Debarment. 

  
The School Corporation was not aware of the Suspension and Debarment requirements regarding 

verifying vendors were not suspend or debarred. 
 

Context 
 

During the audit period, the School Corporation procured items from five vendors that were subject 
to Suspension and Debarment requirements.  The School Corporation failed to ensure that these five 
vendors were not suspended or debarred from participation in federal programs.  
 

Criteria 
  

OMB Circular A-133, Subpart C, section .300 states in part: 
  

"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material 
effect on each of its Federal programs. . . ." 
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SCHOOL TOWN OF HIGHLAND 
FEDERAL FINDINGS 

(Continued) 
 
 

2 CFR 180.300 states: 
 
"When you enter into a covered transaction with another person at the next lower tier, you must 
verify that the person with whom you intend to do business is not excluded or disqualified.  You 
do this by: 
 

(a) Checking SAM Exclusions; or 
 
(b) Collecting a certification from that person; or 

 
(c) Adding a clause or condition to the covered transaction with that person." 

 
Cause 

 
The School Corporation had not developed a system of internal controls to ensure compliance with 

the Suspension and Debarment requirements. 
 

Effect 
 
The failure to establish an effective internal control system enabled noncompliance to go 

undetected.  Noncompliance with the grant agreement and the compliance requirement could have resulted 
in the loss of federal funds to the School Corporation. 
 

Questioned Costs 
 
 There were no questioned costs identified. 
 

Recommendation 
  

We recommended that the School Corporation's management establish controls to ensure com-
pliance and comply with the Suspension and Debarment requirements.  
 

Views of Responsible Officials 
 

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
 
 
FINDING 2015-005 - INTERNAL CONTROLS OVER ELIGIBILITY, REPORTING, AND SPECIAL TESTS  
AND PROVISIONS - HIGHLY QUALIFIED TEACHERS AND PARAPROFESSIONALS AND 
ASSESSMENT SYSTEM SECURITY 
 
Federal Agency:  Department of Education 
Federal Program:  Title I Grants to Local Educational Agencies 
CFDA Number:  84.010 
Federal Award Numbers and Years (or Other Identifying Numbers):  FY 2013, FY 2014, FY 2015 
Pass-Through Entity:  Indiana Department of Education 
  

Condition 
  

An effective internal control system was not in place at the School Corporation in order to ensure 
compliance with requirements related to the grant agreement and the following compliance requirements: 
Eligibility, Reporting, and Special Tests and Provisions - Highly Qualified Teachers and Paraprofessionals 
and Assessment System Security. 
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SCHOOL TOWN OF HIGHLAND 
FEDERAL FINDINGS 

(Continued) 
 
 

Eligibility 
  

Individual Eligibility - Students were tested for their eligibility for Title I Services by classroom 
teachers.  The head paraprofessional completed the eligibility worksheet based on the test 
scores obtained from classroom teachers.  The Title I Coordinator then reviewed the eligibility 
worksheet to determine whether it was accurate for those who qualified for Title I services.  
However, evidence of this review was not documented. 

 
Reporting 

 
Final reports were prepared by the Director of Finance and Operations and reviewed by the 
Director of Curriculum, Instruction & Student Services.  We were unable to find evidence of this 
control on the final report or in the Title I files. 

 
Special Tests and Provisions - Highly Qualified Teachers and Paraprofessionals 

 
The Administration used a 'Highly Qualified Verification' Checklist that was maintained in 
employee's files.  This was not an effective control as the checklist was not in all files tested. 

 
Special Tests and Provisions - Assessment System Security 
 
The School Corporation had the appropriate administration and building personnel certify the 
Indiana Testing Security and Integrity Agreement that documented their understanding of the 
School Corporation's test security measures and policies.  However, the control was not 
effective since not all checklists were provided. 

 
Context 

 
There was no evidence of controls over Eligibility or Reporting; therefore, these were systemic 

issues.  Controls over Special Tests and Provisions - Highly Qualified Teachers and Paraprofessionals 
were not effective since the verification checklist was not included in eight out of ten files tested.  Controls 
were not effective for Special Tests and Provisions - Assessment System Security since three out of the 
six schools in the School Corporation failed to retain the agreements. 
  

Criteria 
  

OMB Circular A-133, Subpart C, section .300 states in part: 
 
"The auditee shall: . . . (b) Maintain internal control over Federal programs that provides 
reasonable assurance that the auditee is managing Federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material 
effect on each of its Federal programs. . . ." 
  

Cause 
 

The School Corporation failed to establish an effective internal control structure to ensure 
compliance with the requirements noted above. 
  



-11- 

SCHOOL TOWN OF HIGHLAND 
FEDERAL FINDINGS 

(Continued) 
 
 

Effect 
 

The failure to establish an effective internal control system placed the School Corporation at risk of 
noncompliance with the grant agreement and the compliance requirements.  A lack of segregation of duties 
within an internal control system could have also allowed noncompliance with compliance requirements 
and allowed the misuse and mismanagement of federal funds and assets by not having proper oversight, 
reviews, and approvals over the activities of the program. 
  

Questioned Costs 
  

There were no questioned costs identified. 
  

Recommendation 
  

We recommended that the School Corporation's management establish controls related to the 
grant agreement and the Eligibility, Reporting, and Special Tests and Provisions - Highly Qualified Teachers 
and Paraprofessionals and Assessment System Security compliance requirements. 
 

Views of Responsible Officials 
 

For the views of responsible officials, refer to the Corrective Action Plan that is part of this report. 
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SCHOOL TOWN OF HIGHLAND 
EXIT CONFERENCE 

 
 

 The contents of this report were discussed on April 20, 2017, with Cynthia Adams, Treasurer; Brian 
Smith, Superintendent of Schools; Robert Kuva, President of the School Board; Dr. Sherri Mitchell, Director 
of Curriculum/Instruction and Student Services; and Eugenia Gogolak, Deputy Treasurer. 




